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Intreduction: Context oK this; discussIion

Addressing climate change takes, efiort...
BUL..
Ihe mest expensive action| Is o) de netning
Delay will- enly drve up the costs

\We have the technoloegy te get staried

Proper public pelicy willldepley: cuirent technology:
and advance new: technoelegy.
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e Limitsi el Econemic Vedels ter Address Climate Policy,

o Would yeu trust an ecenemic medel teranswer the

guestion:

Should IFsave mere ox retirement or pay. fier a liiesaving
OpPErRatien o my: chnd?

VIost econemic moedels:
Consider only the costs of action, but not the: benefits
Cannot address ISSUes that Spamn generations
MUst rely en the past as a guide te the future

IHave difficuity’ predicting technoeloegical change
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When yeulloek at the costs oifdoing netning...
deing Reinng IS NG lenger an optien.

“Agriculture faces;serieus decline fromi globallwarming.”
Center for Glebal Develepment report, 9/1.3/07

“Climate change impactsiwill'place immense strains oni public Sector
budgets.”

University: off Manylandi study, 10/16/07.

“Glehalwarming threatens reads, railllines; Ponts, alfperis and ether
Important infrastiuctiure.”

National Researchi Council, National Academy: of Sciences, 3/12/08

“Climate change peses  a serious threat... causing widespread political
Instability.”
Center for Naval Analysis report, 4/16/07

“[Fyou don't take actien en climate change, youlcan be sure that our

econemies willfgerdewn the drain in the next 30 years.”
Former U.S. Federal Resenve Chairman Paul Volcker;
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Delaywill enly dive Up the costs

70 Business as usual Delaying the starting date
increases the required annual
60 rate of reductions
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EVeniiyeu only Ioek at cests — and not
IEREfts...
We'lindl the: costs are smail.

Consensus; acress models: Impact will be small
Ambitious climate policy, consistent With relhust economic growih
Minimal impacts on GRP growthi or level
Projections sutggest energy: bill impacts, ofi a fiew: dollars a menth

IHeusehoeldicensumption Impact IS/ less than a penny. on the dollar

Climate policy In the context ofi the dynamic U.S. economy.
Estimated impact dwarfed! by Uncertainties; in economic growih
Impacts enenergy’ prices much smaller than recent volatility

Projecied jolrless a fraction of jels created and destioyed every: 3
Moentas
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StreRg Climate pelicy. IS consistent wWithi rekust U.S.,
ECONOMIC growin.

US GDP PROJECTIONS UNDER BUSINESS AS USUAL
AND CLIMATE POLICY, 2005-2030
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Solid lines denote business as usual;
dashed lines denote policy scenanos.
Modeling groups are color-coded as
5 follows:
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e prejecied econemic InMpact off cappIing cameon
ISt dwaldedtey tnevaranoen in BAUNerecasts.

PROJECTED US GDP UNDER BUSINESS-AS-USUAL
AND CLIMATE POLICY, 2030
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Impact e heuseneld consumpition Is Iess than
2l PEnny: per dollar o Inceme.

HOUSEHOLD EXPENDITURES ON PROTECTION
cents per dofar ...
of household income: T\
— \
. Protection expenditures 35.1 cents - \ _
\ Private Fire, police,
. and prisons
/ National  Insurance (1.0 cents)
W Other state & local defense  (3.1cents) ‘-
NN govt.spending99cents 00000 G- _ Social (3.9 cents)
VA Other federal govt. / insurance*
” spending 5.8 cents Medical care  (10.1 cents) Forecasted effect of climate
_ (17 cents) policy (2010-2030) relative to
Recreation business as usual:
& culture {
{7 o) MIT50% 0.8 cents
MIT 80% 0.6 cents
Other personal  £ooq & restaurants MITL-W 0.6 cents
B consumption (10.5 cents) RTI 50% 0.4 cents
49.2 cents RTILW  0.4cents
Housing IGEM L-M 0.4 cenis
(12.1 cents) EIA L-M 0.3 cents
* Social insurance includes contributions to federal government social insurance (Medicare, Medicaid, and Social
Security) plus private spending on "sodial protection” (i.e. private pensions, disability insurance, etc.).
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Ve Can Affiord It,

BUt..

Can We Do li?
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We have the technologies to begin reducing

Bottom line:

emissions right away

U.S. MID-RANGE ABATEMENT CURVE - 2030

[] Abatement

cost <550/ton
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Source: McKinsey analysis

Source: McKinsey & Co.
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PUblic Policy, Can Accelerate lechnology.

Clean Air Act
Clean Air Act, 1953* * Amendment, 1970

Source: The Effect of Government Actions on Technological Innovation for SO2 Control
The EPA/DOE/EPRI Mega Symposium, August 20-23, 2001.
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Cap-and-lraderis the Right Appreach
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VWhat s cap-and-trade?

An absolute limit, or cap, 6n emissions firem all
covered seurces

A sysiem allews Cevered SeUrrces o) Use the pewer
off Amerncan free markets to find the most-cost
effective means to reduce emissions

- VOU have 1o have ot
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IemENEeUS ECONGMIC CPPOIUIRAILY

Tlechnoelogical prowess drves the Amerncan econemy.
“Costs” ofi abatement amount to Investments in the future

Tihe low-carbon ecenemy.Is tiie next technological revolution
> Carhen willfrvallthe wordrs largest markets
> Enermeus future demand (China, India)

> A foundatien for Iong-term American; prospenty.

“Could e the largest economic eppertunity’ e the 245 centuny. ... It's the moether
off all’markets.” — Jehn Doeerr
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Virginia is Poised to Contribute
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Green points= renewable energy companies  Blue point= energy efficiency companies
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QUESTIGRS?




